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SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 

FORM 8 M,·:: 
•" 
·~ -_,--

Amendment To Application Or Report 
Filed pursuant to Section 12, 13, or 15(d) of 

The Securities Exchange Act Of 1934 

ISP Chemicals Inc. 
ISP Technologies Inc • 

• , International Specialty Products Inc. 
ISP (Puerto Rico) Inc. 

ISP Environmental Services Inc. 
ISP Filters Inc. 

ISP Global Technologies Inc. 
ISP International Corp. 

ISP Investments Inc. 1\PR g 1992 
ISP Management Company, Inc. 

ISP Mineral Products Inc. 
ISP Minerals Inc. 

ISP Real Estate Company, Inc. 
ISP Realty Corporation 

Verona Inc. 
Bluehall Incorporated 

(Exact name of registrants as specified in charters) 

AMENDMENT NO. 1 

The undersigned registrants hereby amend the following 
items, financial statements, exhibits or other portions of their 
Annual Report on Form 10-K for the year ended December 31, 1991 
( 11 Form 10-K11 ) as set forth below: 

(List all such items, financial statements, 
exhibits or other portions amended) 

1. The cover page is amended by adding the following at 
the end thereof under the heading 11 Documents Incorporated by 
Reference: 11 

The Proxy Statement for the 1992 Annual Meeting of 
Shareholders of International Specialty Products Inc. is 
incorporated by reference in Part III, Item 13. 

2. Item 4(a)(3) Exhibits is amended by adding the 
following additional exhibit, a copy of which is attached: 

(13) Excerpts from the Annual Report to Shareholders for 
the year ended December 31, 1991 (pages 23-48) covering material 
incorporated by reference in Part I, Item 1 and in Part II, 
Items 6,7 and B hereof. 
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.. 

Pursuant to the requirements of the Securities Exchange Act 
of 1934, the registrant has duly caused this amendment to be 
signed on its behalf by the undersigned, thereunto duly 
authorized. 

Date: March 31, 1992 

form-S 

ISP Chemicals Inc. 
ISP Technologies Inc. 
International Specialty 

Products Inc. 
ISP (Puerto Rico) Inc. 
ISP Environmental Services Inc. 
ISP Filters Inc. 
ISP Global Technologies Inc. 
ISP International Corp. 
ISP Investments Inc. 
ISP Management Company, Inc. 
ISP Mineral Products Inc. 
ISP.Minerals Inc. 
ISP Real Estate Company, Inc. 
ISP Realty Corporation 
Verona Inc. 
Bluehall Incorporated 

(Registrants) 

By·~~ 
Stel)eA:Biock 
Senior Vice President, 
General Counsel & Secretary 
of each of the Registrants 
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--- ··························------------------------------------------
I nlt'lllfll im.,d s,,,·c i11l h' /' u lflllfl s Inc . . 

MANAGEMENT'S DISCUSSION ANO ANAtYSIS 01' fiNANCIAL 

CoNDITION AND Rt;suus 01' OPEII.ATIONS 

GENERAL 

In july 1991, International Specialty Products Inc. (the 
"Company1. a newly formed indirect subsidiary of GAF 
Corporation ("GAF1. completed an initial public oiTering of 
19,388,646 shares, or 19.1-%, of itS COO)mon stock, at an 
initial public offering price of $15.50. The Company. through 
its subsidiaries, operates the businesses and owns substan­
tially all of the operating assets formerly operated and owned 
by GAF Chemicals Corporation ("GCC1, its direct parent. 

The Company was formed in 1901 to acquire, through a 
stock acquisition, subsrantially all or the operating businesses 
then conducted by GCC. GCC transferred (i) to newly 
formed subsidiaries, its assets and liabilities (other than 
those relating to certain investments and the capital stock of 
its existing subsidiaries), and (ii) to the Company, the capiral 
stock of such newly formed subsidiaries, together with the 
capital stock of its existing operating subsidiaries. 

GAF was acquired on March 29, 1989 in a management· 
led buyout (the "Acquisitionj for a toral price of $1.1- billion. 
The capiral structure and accounting bases of the assets and 
liabilities of the Company subsequent to and as a result of 
the Acquisition differ from those of the Company5 business 
for periods prior to the Acquisition (the "Predecessor 
Company1. Consequently, in addition to interest expense 
incurred on Acquisition borrowings, the Company5 results 
of operations subsequent to the Acquisition reflect non-cash 
charges that are not applicable to the Predecessor Company. 
consisting of goodwill amonization and depreciation of 
increased asset values resulting from the Acquisition. Such 
non-cash charges amounted to $19.1 million, 519 million 
and $14 million for the year 1991, the year 1990 and the nine 
months ended December 31,1989, respectively. 

RESULTS OF OPERATIONS 

The following rable sets forth certain pro forma operating 
da1a for the year 1989. and historical data for the years 1990 
and 1991. To facilirate the comparison of results for the three 
yo!ars. data for the year 1989 has been adjusted on a pro 
f~,rma basis to reflec1 the Acquisition as if i1 had been 
L.L,mpleted on January 1, 1989. Accordingly, goodwill 
amortization. depreci<~tion of increased asset values ami 
uuaest c.xpense related to debt incurred in the Acquisition 
h.n·e been reflected for the year 1989. The Companys inwst­
m.:m tn GAF-Huls is reflected in the Companys financial 
:'Utem.:nts using the equity method of <JCtouming and the 
c.,mpanys share of the joint \'Cillllrcs e;unings is rdlccted in 
•'P•'rating income_ See Note 12 of Notes to Consolidated 
Fuuncial Statcmems. 

lli~lnn~~l Pro Forma 
--·--···-·--·· Year Ended 

Year Ended Ye-dr Ended December 31. 
Dec~mbtr )1, IJecemlxr 31. 1989 

(Dollars /Q Millions) 1991 1990 (Unaudiled) 

Net sales $515.8 $511.7 $469.6 

Operating income $110.5 Sl3J.I SLI5.9 
Interest o:pensc {52.7) {85.2) {93.6) 
Other im.:ome 

(expense), net {8.8) (2.6) 0.6 

Income before 
income lllxes 79.0 i5.3 22.9 

Income taxes (18.1) (li.5) (13.3) 
----
Net income $ 50.9 $ 30.8 s 9.6 

·-· 
Operating margin 26.7% 26.0% 24.7% 

1991 COMPARED WITH 1990 

In 1991, the Company recorded its nimh consecutive year of 
increased operating income. Net s.1.les increased by $14. 1 
million (3%) to $525.8 million in 1991 from 5511.7 million 
in 1990. Operating income was Sl40.5 million in 1991, an 
increase of $7.4 million (6%) O\'er 1990. Net income 
increased by $20.1 million (65%) to 550.9 million in 1991 
from $30.8 million in 1990. 

Specialty derivAtive chemicals and mineral products 
contributed to the increase in net sales. Net sales of specialty 
derivative chemicals increased b)' 514.6 million (4%) as a 
result of higher volumes. an impmved product mix, and 
higher pricing. panially offset b)· 1he unfavorable impact 
of foreign exchange rates. Ne1 sales of mineral products 
increased by $2.8 million (3%). due to higher selling prices. 

The grow1h in the Company5 ~'perating income resulted 
primarily from a $7.4 million (7':..,) increase in operating 
income of specialty derivati\'e chemic;l\s, due to the improve­
ment in product mix and higher pricing described above. 
These gains were p;.mially offset by additional selling. general 
and administrative expenses and incr~ased new product 
costs and an unfa\'Or.tble foreign cx..:h;mge impact. The 
operating income of mineml pwdu.:t;; increased by 
S ::?.. 2 million {II%). 

I merl~St expense in 1991 \\",IS ~ '1 ~. ;- mi II ion. a d~crcasc of 
SJ 2.5 mi Ilion from 1990. Th,· d,·.·r,·.t,;c was amibutabk w 
the repayml'nl oi $299 m illi,,n ,,: ~'-Ill k debt in 199\. m.ri n !y 
[r,,m the pron·eJs of the initu! j•.:bL: offering. and ;tL•o tll 

;t gener;t\ decline in prcvJihn,: IlL';,·~: r;nes and il reduni<lll 

m 1he imerest r:ne pricin~ pr.wr~:.•Jb ;tpplic.tbk w dK· 

c,,mp;mys lunk bonn\\'tng~ 
Other im:mne k;o.;pl'llSt') i~ ._-,,::·:>rh,·d uf net inwsmrenr 

lnc.mw and ntb.-r notl<lper;um~ _'::,1 thltHecuning n.·nb ,,f 
liK<lllle ;uul exp<'ll"'-.'. FL11 ilk' h"J: l •ly I. the ( :omp.m~· h,td 
nc't <lth,·r e:o.:twn~.- ,,j 58 H nH~:~<•:: ,,•:npMed "-ith n.·t <'thn 

e-\[l<'n..;,· or $2.6rnillwn Ill l•hh,' 1 :,,. mcrea..;,·d tK'I <'''jH'th<' 

m [<Jl) I wa~ d m· prin t;~ril y t.' .1 ,, :~,--: l Ill<' ch.u ~;e nl -) } H 

tm1lhtll. TC[H<'~<'nlln.~ tlw C,•:np.!::·.< p.>rtiott tlf the· c"<'~b tn 
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t:tlllntX1ion with the termination of the GAF Equity Appre­

ciation l'lan upon completion of the initial public offering, 

and also hllower net investment income in 1991. 

1990 CoMI'ARED WITH PRO foRMA 1989 

In 1990, the Company recorded its eighth consecutive year 

of increased operating income. Net sales increased by $42.1 

million (9%) to $511.7 million in 1990 from $469.6 million 

in 1989. Operating income was Sl33.1 million in 1990, rep­
resenting an increase of S 17. 2 million ( 14 .8%) over 1989. 

Net income increased by $21.2 million to $30.8 million in 
1990 from $9.6 million in 1989. 

Specialty deri\'ative chemicals, mineral producrs, filter 
products and ad\'anced materials all contributed to the 

increase in net sales. Specialty derivative: chemicals net sales 
increased S.31.9 million (8.7%) as a result of the fa\'Orable 

impact of foreign exchange rates of $20 million; a combina­

tion of an imprO\-ed product mix, new product introductions 
and higher pricing totaling $7.8 million; and the inclusion of 

the full-year results of $4.1 million of Sutton Laboratories, 
Inc. ("SuuonH). which the Company acquired in April1989. 

Net sales of mineral products increased by $6 million 
(7 .8%), due to higher unit volumes. 

The growth in the Companys operating income resulted 
primarily from a S19 million (21.3%) increase in operating 

income of specialty derivative chemicals, due to the favorable 

net impact of foreign exchange rates of SH.l million, an 

improvement in margins totaling $8.3 million auributable to 

product mix and new product introductions, and the full­
year results of Sutton of $2.4 million. These gains were par­
tially offset by additional selling, general and administrative 
expenses and increased new product and applicable costs 
uxaling 55.$ million. The operating income of mineral prod­
ucts was un.::hanged as gains from higher sales \'Olumes \VCre 
offset by hig.h.:r manufacturing costs. 

!merest .::xp.:nse in 1990 was $85.1 million, a decrease of 
58.4 tnillic'n fr~'m the l989levcl. The decrc;t,.;c \\-J.S amibu­
t;lbk to •• _!!~·na;:~l decline in prevailing interest rates and a 
reductillll m 1h.:: interest rate pricing provisions ;tpplicablc 
Ill th~.· Cllm,..my5 bank borrowings. 

Other in~·, •:lk' (expense) i,.; com1 1r ist.·d of n .. ·t in\\.'Stnll.'nt 

inn,mc ;m,! •'!her nonopcratin~ and nonrecurring items uf 
illl\111le ;m.: ,·xp.·nse. For the )'car 1990, 1 he C~.•m[MIIy h:1d 
Ill'! •lllll·r ,·xp.·:1~c of 51.6 mill ion. cum pared with net ,,, her 
in~\lllk' l•l ::. t• million in 1989. Thl' incn.',lSl'll nt.'t t'XjlL'IL"'l' 
in J•l•hl w.:~ ,hz.:: prim;~ r i l )' 10 lttwcr net i nv~.·stnll'Tll inu1mc 
in l•l•hl. 

'• 

INCOME TAXES 

The tax provision reflected in 1989 on a pro forma basis 

consists of foreign income taxes only. The efrective tax ntte, 

which is a function of the amount of income taxes paid in 

relation to income before income taxes, decreased from 1989 

to 1990 because of a decrease in domestic losses from opera­

tions (for which no pro forma taxes are required) and a 

reduction in the cfrective tax rate on foreign operations due 

to foreign tax rate reductions. 

The increase in the ef'=ctive income tax rate from 32.1% 

for the year 1990 to 35.6% for the year 1991 was attributable 

to profitable domestic and foreign operations for which 

domestic and foreign income taxes were prO\·ided for 199l. 

LIQutmTv AKD FtNANCIAL CoNDITION 

The net proceeds of $28LJ million from the initial public 

offering were paid by the Company toG lndusuies Corp. 

("G Industries}, the parent company of GCC. to reduce the 
Companys intercompany n01e (the ~Intercompany Term 

Note"). G Industries then used such funds to reduce its 

$600 million bank term loan. The remaining term loan 

amortization payments (and thus the remaining Intercom­

pany Term Nore amortization payments) were reduced on a 
pro rata basis. 

In March 1992, two domestic subsidiaries of the Company 

(the "lssuersl issued $200 million of 9% Senior Notes (the 

''Note~n due 1999. The net proceeds from the issuance of 

the Notes were used by the Company to repay a portion 

of the Intercompany Term Note toG Industries. and by 
G Industries to repay a portion of the term Joan under the 
Credit Agreement. 

The Notes are general unsecured obligations of the 
Issuers. Upon issuance of the Notes, the Credit Agreement 

was amended. with the Issuers assuming G Industries' obli­

gations under the Credit Agreement, including the term loan 
and the combined revolving credit/letter ,,f ncdir faci\iry 

(except for obligations relilted to letters of ..:r~·;.\it issued on 
behalf of GAF Building Materials Corpor:m.,n. which arc 
limited to S-fll•nillion). In addition, al\\i,·:1~ ,,n assns of rh.:: 

Cllmpany sc..:uring the Bank indcbtednc;;;; w.::rc rdt-.bcd. 

with the result thm the remaining Bank ind,·h:,·dn.::ss and thl· 
Notes mnk pMi passu. 

As ;t result ,,j the fmcguing, thl' Cmnp.1ny~ ~.·h,·dukd 
repayments ,,f \,m~ ·[L'flll debt r~.lr I hl' yc;u I •h) ~ ll.l\'L" he en 
reduced Ill S!:l. i milli.m. 

nuring th.:: Yl';H l 99\. tlw Ct11llJl<lll~' g.::n,·r.!:.-.1 .-.~~~~ fl,m· 
from ltperau,, ns of S4 7. 3 mill ion. which \U;; S .'> 11 m i lli,ln 

lower than n.:: t incoml'. as $39.3 111 illion ,,f ,j,T t·,·.::r;Jt i~.•n. 
gl~t"ll.l\\'i\1 :mh •ni:atil•n and dckrrcd tax.·~ ,,._., .. nw rc rlu n 

offsl'l by an m.·reasc in wurk in~ c.tpttal ,,: S ~I :n t\lt.,n. ;Ill 

i Ill" n•;tSC in l1t hc·r :ISSCIS llf S il mi Ilion 111.\ l :1 h· !'6U h! llf~ f f< llll ., -
-' 

- ..... -··. ·--~--~-- ----
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undistributed equity in income from the GAF-Hiils joint 
venture, and a decrease in other liabilities of $6.5 million 
resulting primarily from expenditures against plant shut­
down resenres. 

In 1991, the Company invested $34.4 million in plant and 
equipment and approximately $17.8 million in research arx:l 
development, compared with $35.6 million arx:l Sl6.3 mil­
lion, respectively, in 1990. Such investments were funded 
principally by internally generated cash now. Net cash used 
for financing activities in 1991 was $22.1 million, including 
repayments of long-term and shon-term debt totaling 
$300.9 million. and dividends and distributions to GCC or 
$27.7 million, mostly offset by proceeds of $281.3 million 
from the initial public offering and by a capital contribution 
from GCC of $25.3 million_ 

Fluctuations in the value or foreign currencies cause U.S. 
dollar translau~d amounts to change in comparison with 
previous periods and, accordingly, the Company cannot 
quantify in any meaningful way the effect or such fluctua­
tions upon future income. This is due to the larg number 
of currencies im'Olved, the constantly changing e":posure in 
these currencies, the fact that all foreign currencies do not 
react in the same manner against the U.S. dollar, and the 
complexity of intercompany relationships (including the 
Company~ practice of purchasing Deutsche mark denomi­
nated butanediol from GAF-Huls, which serves to offset in 
pan the adverse effect on net sales and income of a stronger 
U.S. dollar). The Company has a policr to manage these 
exposures to minimize the effects of nuctuations in foreign 
currencies. Pan of that management includes entering into 
foreign exchange contracts from time to time in order to 

hedge a portion of both borrowings denominated in foreign 
currency and purchase commitrnems related to the opera­
tions of foreign affiliates. Gains and losses on such 1..L>ntracts 
art': deferred and amonization is included in the measure­
ment of the foreign currency transactions hedged. F<'n'-ard 
connan agreements require the Comp.my and the .::oumcr­
pany to exchange Hxed amounts of U.S. dollars f,,r fixed 
;un~'ums of fore•gn currencr on specified d;ues. Th~· ,-,tluc of 
sud1 commns will ,·ary with change;; in the m.uk<'l 
exchange rmcs. During periods in which dlC' d,,Jbr h;l~ been 
~H<'Il~. the Comp .. 111)' has sought w lll<lint;lin i1s iM~·i~n 
<lpaatmg i nctllllc in dollar terms by ofiSt·uin~ dun,!:":.:~ in 
,•,-.;d~;~nge r:.ues wuh price incrc:•scs. There can h<' tll' 

••s~umncc that 1f undcrtak,•n in the futul't'. any su.-h dln1s 
\\'Lil be succc::.sf ul . 

Tht· parent onpor;Uitms of the Ctlllll'l;.lll}'. in~·luJm~ GAF, 
G-1 11.1\di n~-.. <; 1 nd ust rit'S :md GCC. art' es:'<:m i.•lly h,,Jd ing 
,·,,mp;l nics witltmll indl'pt·ndem husint'S.."<.'S •'• •'P•'r,l{i, 'liS 
.m.l. as such. :m: <.lept'lllklll u ptln 1 he t';t~h ll'w ,,j 1 h<'ir suh­
Sh.h.nics. inrludm~ the Cnmpanr. in ,,rda u• ~.uish· thdr 

------~-------·- ........................................ . 

obligations. for a description of such obligations sec Note 16 
of Notes to Consolidated Financial Statements_ In the event 
that such parent corporations were unable to meet their cash 
needs from sources other than the Company, they might take 
various actions, including. among other things. seeking to 
cause the Company to make distributions to stockholders by 
means of dividends or otherwise, cause the Company to 
make loans to irs parent corporations or cause GCC to sell 
shares of common stock. The Company does not believe that 
the dependence of its parent corporations on the cash flows 
of (heir subsidiaries will have a material adverse effect on the 
operations. liquidity or capital resources of the Company_ 

Sales. operating income and identifiable assets by 
geographic area are set forth in Note 14 of Notes to 

Consolidated Financial Statements. For information with 
respect to historical income taxes, see Note 5 of Notes to 

Consolidated-Financiil Statements. 
In December 1990, the Financial Accounting Standards 

Board ({he MFASB") issued Statement of Financial Accounting 
Standards No. 106, "Employers' Accounting for Postretire­
ment Benefits Other Than Pensions_" See Note 9 of Notes to 
Consolidated Financial Statements for a discussion of the 
potential impact of this new accounting standard on the 
Company~ financial statements. In February 1992, the FASB 
issued Statement No. 109. "Accounting for Income Taxes", 
which established financial accounting and reponing stan­
dards for the effects of income taxes. The new standard is 
effective no later than for the year 1993. The Company does 
not anticipate that the implementation of these pronounce­
ments will have a material ad\'Ctse effect on the financial 
position or net income of the Company. 

The Company does not believe that inflation has had a 
material effect on its results of operations during rhe past 
rhrec years. However, there can be no assurance that the 
Companys business will nm be affected by inflation 
in the future. 
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ill I <"I u.lli ... t.ll s,.,·.-ulll_\" l'n~lu. '-' ltu 

~ . 
SFI.H:rEil FINANOAt DArA 

Set [orth bdow arc selected consolidated financial data of the 
Company and the Predecessor Company. The capital struc­
ture and al:COUnting bases of" the assets and liabilities of the 
Company subsequent to April 2, 1989 differ from those of 
the Predecessor Company £or prior periods as a result of 1he 
Acquisition. Financial data of the Predecessor Company are 
presented lln a historical cost basis. Financial data or the 
Company r~Oectthe Acquisition under the purchase method 
or accouming. Accordingly, financial data for periods subse­
quent to the Acquisition are not comparable to data for 

CompanY_ __ 

periods prior thereto, because the periods subsequent to the 
Acquisition re-nect interest expense on Acquisition borrow­
ings as well as non-cash charges that are not applicable to 
the Predecessor Company, consisting of goodwill amortiza­
tion and depreciation of increased asset values resulting [rom 
the Acquisition. Such non-cash charges amounted to $19.1 
million, $19 million and $14 million for the year 1991, the 
year 1990 and the nine momhs ended December 31, 1989, 
respectively. 

Prede~~rC:orn~~Y. ......... _ ... ___ , ____ 

Nine Months First Quarter 
Yc;~r Ended Ended Ended 

December 3 I. December 3 I. Apri12. V~·ar Ended Dc-ce m ber 31. 
(Dollars in Th,•usands) 1991 1990 1989 1989 1988 19::17 1986 

·-·-------.. 
Operating d.ua: 

Net salc:o s 525,786 $ 511,652 $ 354,677 S1li.885 $106,735 $362.075 5310,768 

Operatin~ income l-+0,522 133,056 89,261 30,998 97,869 93.101 76.836 

Interest ~-xpcnse 52,693 85.221 66.131 2.032 7.211 6550 1,9·H 

Income b.·f~•rc income 
taxes 78,968 15,323 23.170 19.211 93.708 91.532 67.891 

Net income 50,855 30,768 12,319 18,248 61,201 55.592 42.332 

Other data: 

Operatin~ margin 26.7% 26.0% 25.2% 27.0% 21.1% 25.7% 24.7% 

Depreciatioo s 19,719 s 18,780 s 11.995 s 2.311 s 8.689 s 7.767 s 9.625 

Good"iU 
amoni:;.uion 1+,067 13,996 10,212 

Capit.1\c.-.:p.:nditures 31-,122 35.627 22,909 3.837 10.575 28.&'19 9.967 --------·-
Company Predecessor Company 
December 31. D~amb.=r J I. 

1991 1990 1989 l9BS 19l:l; 1986 

Balance Sh.-..·t dJta: 

Work in.!! .:.1p1tal s 89,619 s 65,658 s 95,400 $ 1-6.586 S 7t)_·H2 s 59.346 

Toul as~1~ 1,071.724 1.061.196 1,057,794 339.6'>3 328.::!35 254.955 

l~•ng · t c n:: .:1.-bt 413,716 698.014 731.018 71.677 73.i61 68.·Bl 

-~~·~~~~·l..:c~{ equity 481,372 151.987 113.921 122.131 118.~)1 73.102 
----· ......... -·- ····--·- -- ---------·. 

---- ·-~-------------------· ----·--
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.................................................. _____________________________________ __ 
CONSOUilATI;n 5TATUIENTS OF INCOME 

(In thousands, cxctpl per shore omounls) 

Net sales 

Costs and expenses: 

Cost of products sold 

Selling, general and administrative 

Goodwill amortization 

Total costs and expenses 

Operating income 

Interest expense 

Provision for termination of Equity 

Appreciation Plan 

Other income (expense), net 

Income before income taxes 

Income taxes 

Net income 

Earnings per common share 

Weighted average number of common shares 

outstanding 

Year Ended 
December 31, 

1991 

$525,786 

268,255 

102,942 

11,067 

385,264 

140,522 

(52,693} 

(3,843) 

(5,018) 

78,968 

(28,113) 

s 50,855 

$ .56 

90,194 

Company 

Year Ended 
December 31, 

1990 

$511,652 

269,040 

95,560 

13,996 

378,596 

133,056 
(85,224) 

(2,509) 

45,323 
(14,555) 

$ 30,768 

$ .38 

80,500 

Tht accompc:~nying Notes lo Consolidated financial Slall."lllt'n/) t~l"c.' an inkgral pari rf tlu:se slartmrnls. 

l'redeccssor 
Company 

Nine Months First Quarter 
Ended Ended 

December 31, April1, 
1989 1989 

$354,677 $114,885 

194,012 64,391 

61,162 19,496 

10,242 

265,416 83,887 

89,161 30,998 
(66,434) (2,032) 

343 278 

23,170 29,214 
(10,821) (10,996) 

$ 12,349 $ 18,218 

$ .15 N/A 

80,500 N/A 

G-1 EPA0007582 



CtlNStll.lllAl"l!ll BALANCE SHEETS 

Assets 
Current Assets: 

Cash and cash equivalents 

Accounts receivable, less reserve: 

1991-$2,221, 1990-Sl.-433 
Inventories 

Other current assets 

Rcceiwble from related parties 

Total Current Assets 

Property. Plant and Equipment. net 

Excess of cost over net assets of businesses acquired, net of accumulated 

amortization of $38,305 and $14,238, respectively 

Otherassns 

T01al Assets 

Liabilities and Stockholders' Equity 

Currem Liabilities: 

Short-term debt and current maturities of long-term debt 

Current maturities of Intercompany Term Note 

Accounts payable 

Accrued liabilities 

Income ta.~es 

Total Current Liabilities 

Long-term debt less current maturities 

Intercompany Term Note 

Borrowin~ under Intercompany Revolving Note 

Deferred income taxes 

Other li;tbilities 

Conuniunem;; and contingencies 

St .. ,~·khlllda$· Equity: 

Ctpital ~w.:-k and additional paid-in capital 

Exl't..'S!' ,,i purchase price over adjusted historical cost of Predee~..-ssor Parl'IU c .. 'ml"XIIty 

sh..tr~·~ ..... \·ned by Predecessor P;trcnt Company stockholders 

Rl·tain.:d .:.unings 

Cumul.mw nanslation adjustment and other 

Tuul ~!.'..:kholdcrs' Equil)' 
... ----·------

li.lt;l) Luhllitics and StockhoiJl·rs' Equit)' 

December 31, 
1991 1990 

$ 10,085 

72,023 

93,836 

ll,707 

6,587 

194,238 

338,737 

488,428 

53,321 

$1,074,724 

$ 7,069 

18,691 

36,507 

36,932 

5,387 

l0i,589 

61,445 

282,301 

70,000 

39,058 

32.959 

506.041 

(63.iS3l 

23,160 

18.65-t 

i8i.372 

$1.074.714 

s 19.317 

80,775 

83,716 

9,488 

3,421 

196,717 

324,037 

502.445 
41,297 

51.064.496 

s 9,767 

32,500 

38.289 

41.570 

8.933 

131.059 

68.319 

567.500 

62.225 
---~---

33.526 

46.880 

199.·H3 

(63.i83) 

IY.lH7 

I 'l·I.'-JH7 

~ 1 .l)6·1 . i96 
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CoNSOUilATEI> STATEMENTS 01' CASU FLOWS 

Predecessor 
Company Company 

Nine Momhs First Quarter 
Year Ended Year Ended Ended Ended 

Oe«mber 31, Dca:mber 3 l. December 31, April2, 
(Tiwusands) 1991 1990 1989 1989 

Cash and cash equivalents, beginning of pcrioo $ 19,317 $ 18,309 $ - $ 3-4,828 

Cash Flows from Operating Activities: 

Net income 50,855 30,768 12.349 18,2-48 

Adjustments to reconcile net income to net cash 

provided by operating activities: 

Depreciation 19,719 18,780 ll,995 2,31-4 

Goodwill amortization l-4,067 13,996 10.2-42 

Dderred income taxes 5,532 5,090 8,083 1,741 

(Increase) decrease in working capital (20,989) (5,517) (30,7-45) (14,5-48) 

(lncreast:) decrease in other assets (12,024) (658) (3,4-43) (2,194) 

Increase (decrease) in other liabilities (6,485) C8.nn 22,108 (2) 

(lncreast:) decrease in receivable from 

related parties (3,166) 3,509 (7.278) 3,863 
Other, net (189) 2,326 (3,340) 379 

Net cash provided by operating acti\o:ities 47,320 59,577 19,971 9,801 

Cash .Flows from Investing Activities: 

Capital expenditures (34,-412} (35,627) (22,909) (3,837) 

Acquisition of Predecessor Company. 

net or cash acquired (585.323) 
Acquisition of Sutton Laboratories, 

net of cash acquin:d (31.975) 

Net cash used in invesling acti\'ities (3i,422) (35,627) (6-40.207) (3,837) 

Cash Flows from Financing Activities: 

Proceeds from initial public offering 281,272 

Increase (decrease) in shorr.rerm debt (9,212) 1,008 (1.137) 2,285 

Proceeds from debt incurred to acquire 

Predecessor Parent Companr 61U++ 
Proceeds from debt financing 653,000 56.978 

Repayments of long-term deb1 (191.680) (657,966) (6.1-hJ) 

Change in eumulati\<e transla1ion adjusmu·•u (ll5) 11.610 /_4l'i (2,91B) 

Di\'idends and distributions w GCC (27.695) 01.3ll) (Jl'.)tll) (18.HH) 

Capital contribution by GCC 25.336 4 .141.) 

Other, net 64 718 'H-+ (21H) 
--------··-· ---... ----·----------· -- . --- .. ---- --· ·--···--- . -- -· . ····- - ·- -. 

Ncr cash prtwidcd by (used in) finandni. 

ac1ivi1ies (22.130) (12.942) ll .)~. 'i-+ 5 tH.qHtH 
-·--- -·--· - ~---·---·- ·--- -·-

t\et change in c.-.sh and cash L'QUi\~tkms (9,232) 1,008 IH.W~J t9.tH (l I 
·--···--···· -·-··. ·-------··.- ··-·. ···---·----- ·-- .. 

C:ts h a nd cash cq l! i \ 'i\le ms. end tlr Ill: ritld $ 10,085 s 19.317 s I H. 3tl4 ~ l"i.Hl~ 

.Ill 

... ··-- ... ·--------------------------
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(~lN.,Ul.lllAI"I:I) STATEMENTS Of CASt! FI.OWS hWIIill~t'JI 

(11wu~.mdd 

YtarEndcd 
Dcrembcr 31, 

1991 

Company 

Year Ended 
D~mbcr ll. 

1990 

Nine Momh;; 
Ended 

December 31. 
1989 

Predecessor 
Company 

First Quarter 
Ended 

April2. 
1989 

--------------------------------------------------------------------
Supplemental Cash Flow Information: 

(lncrC'olSC) decrease in working capiw.l items: 

Accounts recei\-able 

Inventories 

Other cur rem assets 

Accounts p3)'3.ble 

Accrued liabilities 

Income taxes 

s 8,752 
(10,120) 

(2,219) 

(1,782) 

{12,071) 

(3,516) 

Net (increase) decrease in working capiw.l items $(20,989) 

Cash paid during the period for: 
Interest 

Income taxes (including taXes paid pursuant to 

Tax Sharing Agreement) 

Acquisition of Sutton Laboratories, net of cash 

acquired: 

Fair market \'alue of assets acquired 

Purchase price of acquisition 

liabilities assumed 

s 55,577 

25,211 

$ (1,228) 

(l0,299) 

3.531 
(6,581) 

8,044 

1,016 

$ (5,517) 

$ 93,544 

8,113 

11ar accompa••:'·ing Notes 1o Consolidakd financial Stalcmt'nts art an integral part rf thcsc Sfalcmt'niS. 

___________________ ....... ·- .. ·-· --· ··--·--·-

$ (416) 

(9.311) 

{l,9ll) 

(l.223) 
(10,986) 

(6.887) 

$ (30,745) 

$ 61,920 

9.625 

$ 32,907 

(31.975) 

s 932 

$(17,946) 

3,368 
(1,630) 

(2.123) 
(711) 

4,494 

$(14,548) 

s 1,807 

4,761 

.II 

------··----- .... ··-· .... 
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Cl)NSOUilATEO STATI:MI:NTS 01' STOCKttOl.llUl<;' EQUitY 

Cumul1rivc 
Capital Stock T ransladon 

and Addirional Adjustment Retained 
(Thousands) Paid-in Capital and Other Earning<; 

April2, 1989 $ll7,929 $ $ -
Net income l2,349 

Translation adjusnnem 7,427 

Dividends and distributions to GCC (17,952) (12,349) 

December 31. 1989 S199,977 $ 7.427 s -
Net income 30,768 

Translation adjustmem 11.610 

Dividends and distributions to GCC {544) (30,768) 

December 31. 1990 $199,433 $19,037 $ -
Net income 50,855 

Proceeds (rom initial public offering 281,272 

Translation adjustment (215) 

Dividends and distributions to GCC (27.695) 

Capical contribution -by GCC 25,336 

Unfunded pension liability (168) 

December 31. 1991 $506,041 $18,654 $ 23,160 

PREDECESSOR COMPANY 

January 1. 1989 $ll0,064 512.067 s -
Net income 18.248 
Translation adjustment (2,928) 

Dividends and distributions to GCC (18.248) 

Capital contribution by GCC 4,149 
-----

April2. 1989 $ll4,2lJ s 9.139 s -

Th{ ao:companying Nott:s fO Cot!solidaltd Financial Swt.-m,·nfs or,· an iutrgral pari uf thnc Ullft'IIJCIIIS. 
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~~. liT'• H1 CONSOUilATIOI) fiNANCIAl. Sl"ATUti:NTS 

fc>aMATION Of THE CoMPANY 

lmernatilmal Specialty Products Inc. (the MCompany") was 

rl1rmcd on April25, 1991 and is an 80.6% owned subsidiary 

l.,( GAF Chemicals Corpor.uion ('"GCC"), which is a wholly 

owned subsidiary of G Industries Corp. ("G Industries''). 

The authorized capital swck of the Company consists of 

300,000.000 shares of common stock (par value S.Ol per 

share) and 20,000,000 shares of prderrcd stock (par value 

$.01 per share). On April 26, 1991, the Company issued 10 

shares of its common stock to GCC in exchange l'or $10.00. 

The Company acquired all the shares of the capital stock of 

the subsidiaries of GCC which own substantially all of GCCs 

operating assets. The Company and its subsidiaries also 

assumed GCCs liabilities related to such assetS and certain 

intercompany notes (see Note 8). In connection with these 

transactions, the Company issued an additional80,1-99,990 

shares of its common stock to GCC and entered into certain 

agrecmems with its affiliates (see Notes S, 8 and ll). 

The accl.'lmpa.nying consolidated financial statements have 

been prep."lred on a basis which retroactively reflects the for­

mation of the Company. as discussed above, lor all periods 

presemcd. Stockholders' equity, long-term debt and the 

related interest expense and income tax eflect therem have 

been rdlec1cd relroactively for each of the periods presented. 

Excess cash generated prior to july I, 1991 has been rc­
Decled as di\·idends and/or distributions to GCC lor all 

periods prt."S~:"nted. Certain allocations betwun GCC and 1he 

Company howe been reflected in 1he historical financial 

statements based on methods that management believes to 

be rcasonabk (see Note ll). 

A prede..:e:;.sor company to GAF Corporation (the MPrede­

cessor Parc.-nt Company1 was acquired on March 29, 1989 

in a mana~emem-led buyout (the -Acquisition""). Newco 

Holdings. ln.:-. (which subsequently changed ils name to 

GAF Ct1rp.•r.ui~•nl eGAF6
), together with its wholly 1.'1\\'ned 

suhsidi.uy. G-1 Holdings. Inc. ('"G-1 Holdings""). and its 

whl'li}' (1\\·n~·J ,;;ubsidiary. G Industries. were t."stablish<.-d to 

cfft.'t:t !Ill' A.:qul,;;itlon. The 1o1al Acquisition wnsidcration 

,,£ $ L -l.!J hilli,•n was financed in p;.1rt by 1hc Prc.-dcccssor 

l';ucm C.•mp.my:. cash on h.1nd and h)' bom.1wings from 

ll;.mks ;utd ••th.:r,;; The original bank horrowin~<; were 

rc.·pbced hy .1 !.•ng-term fiil;.lllcing arr.mgcmem in September 
llJI.>I.l (s.,-.._· ;\",,,~. tH. 

Th,· A.:qu 1~111•-n was acrounted for undn the J1luehas...· 
mt.·th.>t.l ,,f _,,,-,,uming. Aenndingly. the hiswrit"<lll~.lllk 

\~lhlt'S ,,r t h,· .t,;,:;cts and liabilities uf GCCs pn .. -deecssur cum­

IU n r pr it •r h. I h.: Acq u isi I iun (I he ~ p redt't:l"S.'>Ur Com p;.my ~) 

were adjusted to their £air values, as estimated at March 29. 

1989. As a result, an excess of cost over net a.•> • .;;cts of busi­

nesses acquired ("goodwill") related to the Company of 

$1-98.9 million was recorded. Such amoum was based on 

the excess of the Acquisition considera1ion alloca1ed lo 
the Company 0\'Cr the estimated fair market ,~due as of 

March 29. 1989 of the assc1s and liabilities of the Company. 

Since certain members of the management group benc­

lkially owned shares of the Predecessor Parent Companys 

common stock before the Acquisition and own shares of 
GAF after the Acquisition, the purchase method of account­

ing docs not apply to their shares of the Predecessor Parent 

Company. Accordingly, for accounting purposes. stock­

holders· equity reflects the total shares or the Predecessor 

Parent Company owned by the management group at their 

respeeti\'1.'! adjusted historical costs, reduced br the consider­

ation paid by GAF lor the Predecessor Parent Cl.lmpany 

shares owned by the management group (induding pay­

ments by the Predecessor Parent Company w cancel 

outstanding options (or stock of the Predecessor Parent 

Company). resulting in a total reduction in slockholders· 

equity of $72.6 million, computed as shown helm': of which 

$63.5 million was allocated to the Company based on the 

ratio of the faic va.lue of til( Companys net assets to the total 

Acquisition consideration. 

Aggregate actual historical cOSI (to the management 
group) of the Predecessor Parent Company sh;1rt:~ 
0\\-ncd by the managemenr group S 23.621 

Management groups proponionate share o( the 
Predecessor Parent Company book value 6'5,727 

Adjusred hisrolical cost (to the management gr,•up) ~,f 
the Predecessor Parent Company shares own.-d by 
the management group 89.348 

less: collSider.ulon paid by GAF 10 l~e manag,:m,•m 
group for the Predecessor Parent Company sh;~r.:~ 
owned by the management group (161.953) 

Excess of purch01sc price paid b}' GAF to th\· 
management group for the Prcdccc.-s.-.or P;~r.:nt 
Company sh;uc.-s over the adjusted hiswric.1l '''~! , ,,, 
the manap_'Jill'nt gwup) of the Prnkcl·s...;;,.•r l'.Jr.-m 
Con1pany sh;ucs owned by the m;magcm.·ru ~r·''T t7 :!.hO'll 

l£ss: ;llll<lU m s r • .-latl-d to m hn affi hates '-.U 11 

Anltlum rel;ll<"tl ''' the Compar!y S lhl·HU) 

_u 

G-1 EPA0007587 



. I-I 

............ -........... ····-···-··---··-···-.. ···-------------------------------------------

Non:s TO CoNSOLIDATED fiNANCIAL STATI:MENTS 

Non: 

2 
INITIAL Puat.IC OFFERING 

In july 1991, 1he Company completed an initial public offer­
ing of 19,388,646 shares, or 19.4%, o£ its common stock, at a 
price of $15.50 before underwriters' discount. The net pro­
ceeds o( $281.3 million from the initial public offering were 
paid by the Company coG Industries to reduce the Company!; 
Intercompany Term Noce (see Noce 8). G lndusuies I hen 
used such funds1o reduce its $600 million bank 1erm loan. 
The remaining term loan amonization payments (and thus 
1he remaining Intercompany Term Note amonization pay­
ments) were reduced on a pro rara basis. 

NoTE 

3 
SUMMARY Of SIGNIFICANT AccOUNTING POLICIES 

Principles of Consolidation 
The accounts of all of the Company!; subsidiaries are 
included in the consolidated financial sratements. All 
significant intercompany transaa:ions and balances ha'oe 
been eliminated. The 50% ownership of a £oreign chemical 
manufacturing company is accounled lor by the equity 
method (see Note 12). 

Cash EquivaltnlS 
The Companr considers· highly liquid debt inStruments 
purchased with a maturity of three months or less to be 
cash equivalenrs. 

Inventories 
Inventories are stated at the lower of cost or market. The 
LIFO (last-in, first-out) mel hod is utilized to determine cost 
for a subsrantial ponion o£ the Companys domestic inn~n· 
tories. All mher inventories are determined principally based 
~ln m-erage cos1. 

DtlJrecialion arul Capitalittd Interest 
Dq>n.."Cia.ion is compUied principally on the straiglu-linL· 
method based on the estimated economic lives of the ;155~·ts. 
Cen;tin imerest charges arc capitalized as pan of the W5t of 
property, plant and equipment. 

forl.'ign Excliange Conlraclli 

Tho: Company enters into a \'ariety of foreign cxdt.lll!!L' 
insuumems in order to hed!!e a portion of bmh its J,l,rr.>w­

in~s denominated ip foreign currency and its purchas..· 
(tlnunitments rclak-d to the tlpcr.uions of foreign affiku~-s . 

Gains and losses on such instruments are deferred and 
amonization is included in the mtJ!Suremem o( the foreign 
currency transactions hedged. Forward contract agreements 
entered into from time to time require the Company and the 
counterpany to exchange faxed amounts of U.S. dollars for 
faxed amounts of foreign currency on specified dates. The 
value of such contracts will vary with changes in the market 
exchange rates. 

Translation of Foreign Currency Amounts 
For non-U.S. subsidiaries which operate in a local currency 
environment, assets and liabilities are translated to U.S. dol­
lars at year-end exchange rates. Translation adjustments are 
accumulated in a separate component of stockholders' equity, 
KCumulative translation adjustment.~ Income and expense 
items are translated at average rates of exchange during 
the year. 

For non-U.S. subsidiaries which operate in a highly 
inflationary environment, inventories, fixed assets and 
investments are translated at historical rates as of the dates of 
acquisition, while other assets and liabilities are translated at 
year-end exchange rates. Inventories charged to cost of sales 
and depreciation expense are remeasured at historical rates, 
while all other income and expense items are translated at 
average rateS of exchange during the year. Gains and losses 
resulting from translation are included in other income 
(expense), net. 

Exuss of Cost Ovt'r Net Assets of Businesses Acquired 
Excess o£ cost over net assets of businesses acquired is 

amonized on the straight-line me1hod over a period of 
approximately 40 years. 

Research and Development 
Research and developmcm expenses are charged w opera­
tions as incurred and amounted to Sl7.8 million for the year 
1991, $16.3 million [or the year 1990. 59.5 million for the 
nine months ended December 31, 1989. and. for the Prede­
cessor Company. 53.6 million for the iirst quarter ended 
April 1. 1989. 

-----·. ·-- ·- ·------
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4 
PRO foRMA fiNANCIAl INFORMATION 

Presented below are condensed stalements of operations 
r(lr the years 1991 and 1990 on a hislorical basis and an 
unaudited pro forma statement of operations for the year 
1989. prepared as if the Acquisition (discussed in Note l) 
had occurred on january 1, 1989. The pro forma statement 
reRects adjustments for expenses attributable to the Acquisi~ 
tton, including interest expense arising from Acquisition 
debt, goodwill amonization and depreciation related to the 
writeup of plant and equipment to estimated £air value. The 
pro forma statement also reflectS the elimination of historical 
Federal and state income taxes. 

Pro Forma Year 
Historical \'tar Ended Endrd · 

Dca:mbcr 3 l. D«unber 31. 
(Wiftiond 1991 1990 1989 

Net sales $525.8 5511.7 5469.6 
Costs and expenses 371.2 JM.6 310.3 
Goodwill amonizatton 14.1 14.0 13:4 

Opcnulng income 110.5 133.1 ll5.9 
Interest expi!nSC _ (52.7) (85.2) (93.6) 
Other income 

(expense). net (8.8) (2.6) 0.6 

lnoome before 
income taxes 79.0 45.3 22.9 

Income taxcs (28.1) (14.5) (13.3) 

Net income $ 50.9 5 30.8 5 9.6 

Pro forma interest expense for the year 1989 was calculated 
assuming th:n debt ineurred in conneaion with the Acquisi· 
tion was outstanding as of january l, 1989, and that such 
debt had ~--.rne interest at the rates that would have been in 
effcc1 durin,s. 1989. Such debt consisled of a $499 million 
bank term kun. a revolving credit facility with an avemge of 
$90 millilln ~'utstanding, and $18 million of 16% Senior 
lncn.·;~sin~ R.;n~ NOles. Pro fonna interest expense for 1989 
d.x:~ not ~iw r~troactivc effect to the repaymcm of term debt 
with the pr~~.:~·~·ds of the sale of common stock in july 1991. 

i=~·dcr.tl :mJ state income tilxes were not pnwidcd oo a pro 
flmn:t I"Ktsi,o; in 1989 because the aforemcmioo~-d imcn."'St 
dcdu~·ti<lll :mributablc to the Acquisition debt eliminated the 
n~x"tll~lr ;I h·,kral or state tax pnwision. Hom .. ·vn, the for­

d~n tax ~·xp.·n:'t: for 1989 ha_o;; rem<~ined um:h..m!,'Cd from 
thl· hi~hlfk.tl fuuncial statemems. 

On April hl. 1989. the Comp;.my ;Kquircd Sutton 
Ltl'llll";llllfi•':'. ilK. ( .. Sunun .. ) for SJl million. The acquisition 

\\~IS "''CilUI\l•"d r.lr as a purchase. Accordingly. the n.-sults of 
Sutwn h:IW b,·,·n includt.-d from the due of ;u:quisition in 
h.lth th·· c.•n:'•'hdatcd St;Uelnent of Income fnr the nine 
m• •nt hs ,-u,k,\ Pcn·ml'll.·r 31. 19K9 anJ tlu.· (lftl forma stme­
llll'lll tll.. tl(X't.111•'1lS for thl' }'e;u 191-N. 

NOTE 

5 
INCOME TAXES. 

Income tax provision consists o[ the follm·ing: 

Predecessor 
Company Company 

Nilll." Moruhs 
YarEndcd Ended Firs~ Quarttr 

D«cmber 31. Doo!mbtt J I, Ended April 2. 
(711oruallds) 1991 1900 1989 1989 

Fulcra I-
Current 5(11,225) s 5.090 s 6.501 s (4,724) 
Dderred (5,532) (5,090) (8,083) (1,711) 

Total federal (19,757) (1,582) (6,165) 
Foreign (7,140) {11,155) (9.239) (1,082) 
Srate and 

local (916) {100) (149) 

Income tax 
provision $(28,113) 5(14,555) 5(10,821) 5(10,996) 

The differences between the income tax prO\•ision computed 
by applying the statutory Fedeml income ra.x rare to pretax 
income and the actual tax provision are as foliO\'v'S: 

SratuWr)' 
prcwision 

Impact of 
foreign 
opera1ions 

Goodwill 
amoniza-
tion 

Addi1ional 
depreciation 
expense 
resulling 
(rom th~ 

Acquisition 
Pcn:emage 

dcple1iCH1 
Other. net 

Income 1ax 
pnn•ijion 

Company 
Nilll." Month..~ 

Year Endrd Endtd 
December 31, Decemoo 11. 

1991 1990 1989 

$(26,849) 5(15.410) S (7,S7S) 

3,933 5.362 233 

(1,783) (1.759) (H61\ 

( 1,707) (1.7071 ( I.!S..ll 

1.9H 1.076 l.l•42 
(654) {Ill)) tl2t•l 

-- -----· ----------

scuu IJ) S(l455'll S{IM~211 

Predecessor 
Company 

firsl Quan~r 
Ended April 2. 

1989 

s (9,913) 

(678) 

_HH 
(7.Dl 

- ----------

SOO.Q9hl 

.i i 
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No·n:s n1 CuNSOI.U>ATI:n fiNANCIAl. STATI:M.:Nls 

The tax eliec1 of timing diUercnccs relates to rnm."i<K.1inns re­

corded for financial reponing purposes in a perit'ld diUercnl 
from that in which such nansaclions arc reponed for income 

taX purposes. The narurc or lhesc differences and the tax 

effect of each were as follows: 

Tax depreciation 0\~r book dcprttiation 
Foreign n:changc losses (deductible) 001 deductible for w purposes 
(Deductible) non-deductible adjustment lor inventory valualion 

reserves 
l'rovisions charged against book income. net 
01her. net 

Tax effect o( timing diHcrcnttS 

Prior to adop1ion of 1he Tax Sharing Agreement discussed 

below, 1he tax provision was calculated on a separate com­
pany basis. The accompanying financial statemems d(l not 

give retroacti\-e effec1 to the Tax Sharing Agree:mem prior 10 

January 1, 1991. The Company has recorded a de!Crrcd taX 

liability which represents rhe amount of income raxes pay­

able 10 GAF \\ith respect.10 income already recorded in the 

financial Statements but which will not become taxable until 

a future )"ear. 

The Company and each of its domestic subsidiaries have 

entered in10 an agreemem C'Tax Sharing Agreetnent1 with 
GAF and G Industries with respect to the payment or 
Fedeml income taxeS and certain related matters. During 
the term of the Tax Sharing Agreement, the Company is 

obligated to pay 10 G Industries an amount equal to those 

Federal income raxes the Company would have incurred if. 
subject to certain exceptions, the Company (on behalf of 
itself and its domestic subsidiaries) filed its own separate 

Federal income tax return. These exceptions include. among 

others, that the Company may utilize certain favorable tax 

attributes-i.e .• losses, deductions and credits (except for a 

limited amount of foreign lax credits and, in general, net_ 
operating losses), only at the time such attributes reduce the 

fed..-ral income tax liability of the GAF group; and th;lt rhe 

Company may carry back or carry forward its lavi.mlhk 

-·· ... ·----------

.. ·-. -·- .. C::~!_D_pan)' 

Yar l:ndl..J 
l'ln:e~nho.·r 31 . 

t991 1990 

$ (2.235) s (5.105) 
(6lJ) 113 

339 179 
(2,822) 0.005) 

(20l) 128 

S (5,'B2) s {5.090) 

Nmc Months 
Eollll..J 

n..-..-..·mhcr J I. 
l<m9 

$ {3,192) 

(1.818) 
(2.853) 

(110) 

s (8,083) 

Predecessor 

--~?'npa~r 

hrs1 Qu.:onr r 
Emk..J 

Allril 2. I <»N 

s (1,991) 

465 
617 

(831) 

$ (1,741) 

lax attributes only after taking into account current tax 

auributes of the GAF group. In general, subject to the 

foregoing limitations, unused tax auributes will carry for­
ward for usc in reducing amounts payable by the Company 

toG Industries in future years. Subject to certain exceptions, 
actual paymem for such attributes will be made by 

G Industries to the Company only when GAF receives an 

actual refund of tax from the lmernal Revenue Service or, 
under certain circumstances, when GAF no longer owns 

more than 50% of 1he Company. Foreign tax credits not uti­

lized will be refunded by G Industries to the Company, if 

such credirs expire unutilized, upon the termination of the 

statute of limitations for the year of expiration. 
The provisions of the Tax Sharing Agreement could result 

in the Company having greater liability thereunder than it 

would have had if it (and its domestic subsidiaries) had filed 

its own separate Fedeml income tax return. Moreover, under 
the Tax Sharing Agreement, the Company and each of its do­

mestic subsidiaries arc responsible for any taxes that would 
be payable by reason of any adjustmem to the tax returns of 

GAF or its subsidiaries for prior years relating to the busi­

ness or assets of the Company or any of its domestic 
subsidiaries; in addition. the mher subsidiaries of the 

Company arc responsible for their respective taxes. The lax 
Sharing Agrt'cmcm provides k.tr analo.,g(lll" principles to Ill' 
applied 10 any consolida1ed. combin..:d or uni1ary sLue cor 

local income taxt.-s. Under the Tax Slurin~ Agreement, GAF 

makc..c; all deciSilms with respect w ;tllmauers relating to 

1axes of the GAl~ consolidated gmup. 

The Cnmpanr and each of its dl\ttll'Stic subsidiaries jo.,in in 

the filing of a consolit.lued l;l·daal in(•\lllL' t<lX n.•1urn with 

GAF As llll'mhcrs of the GAl' l'uns,,],,btnl ~mup. the 

Company and l'ildl nf its dullll'Siic subsith;uiL'S ar•· [ointly 
and scvcmlly liahk fnr alll~cdl·r;ll iiKo.lnto.' til.'\ liab•liti•·~ ,,r 
ever)' mcmher of liiL' GAF ctmsolidat•·d r,ro.mp. in.-luding, tax 
I iahililies not rd;UL·d 1u t hl· husines...; ,,r ;t"is.,·ts uf tlw 

Compan)' ;md i1s dtlllll'SiiL· suhsid•an.·s . 
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lncocm· t:txcs pa)oable at December 31, 1991 include $1:1 

millitm pay.thle to the Company!; parent. 

In February 1992. the Financial Accounting Standards 

Board issuL'f.l Statement No. 109, ·Accounting for Income 

Taxes~. which established financial accounting and reporting 

standards r,,r the dfects o£ income caxcs. The new standard 

is clfcctivc no later than for the ynr 1993. At the date 1he 

Company :tdopts the new accounting rules, it may record 

the entire catch-up effecr. in that ynr or it may retroactively 

rcsmtc pri,,r financial statements, including 1he financial 

scatemenL~ presented herein. The Company does not antici­

pate that the implementation of this new standard will have a 

material ad\~fSC effect on its financial position or results or 

operations. 

Non 

6 
INVENTORIES 

A subslantial portion o£ domestic invemoriG is valued using 

the UFO method. As a result ol the Acquisition. there is no 

material difference bctWttn inftntories valued at UFO and 

8\'erage cost. 
Inventories consist of 1he following: 

Finished goods 
\\brk in pn.'Ccss 
Raw matcri.11s and supplies 

lm~morics 

NoTE 

7 
PRorERT\', Pu:s:r Ar-:D EQuiPMENT 

Da:cmbtt J I. 
1991 1990 

S58,99S 552,202 
18,196 11,535 
16,615 16,979 

$93,836 S83,716 

Pn.,pcny. Pl.mt a.nd Equipment consists o[ the following: 

0..."\:embcr 31. 
(Tlll'tls.IO .. I;l 1991 I oN.) 
---·- --- -- ---·-----
Lmll ;mo.ll.u:.l impr<)l.-emcms S 10.1H S 39.908 
Rui\din~.;.;m,! huildmg equipml'm 51.959 52.679 
"\;~<:hin..·f}· .m.l •'--tuipmem 263.781 239.61:3 

c::~~~~~!~~~_l•'!lllll~f<."lgfo!~-----. ___ 1_6_.0_5 __ .. ____ 10..;._10_1 

T••l.d 385.211 351.312 

l.o.s .. .;. ;to.·,;~nnu Ltt,:,l -~o:preci~t_i~~~--------- __ ( 16:H~J (18,275) 

l'r••l,•'n~-. l'b:t! .mJ Equipmcm, t'll"l S338.7l7 SJ!-1.037 

'• 

Non: 

8 
LoNG-TERM DEBT 

long-term debt consists of the following: 

llo.'1.'1.'ntbcr 31. 
(Jllo11151111ds) 1991 1990 
~---------------
Intercompany Term N01c $300,995 $600,000 
Borrowings under lnten::ompany 

Rnolvin& Note 
IndUStrial revenue bonds 
Obligations on mongagcd propcnics 
101/a'L Senior Subordina1ed Noles due 

1991-
11 y,.cr, Senior Subordinated Noc-cs due 

70,000 
3,551 

41,519 

13,681 

61.215 
4.001 

41,455 

13.681 

1995 6,715 6,715 
_U_na_m __ or_li_z_ed __ di_~_o_u_n_l ___________ ~(90) ___ ~(_11_6} 

Tocallong-term debt 439,10-t 730,994 
less current rnarurities (25,658) (32,950) 

long-term debt k:ss current maturities Sil3,716 S698,044 

See Note 17 lOr inbrmation in connection with the issuance 

of new debt and an amendment to the Credit Agreement dis­

cussed below. in March 1992. 
The Company has entered into an Intercompany Credit 

Agreement with G Industries, pursuant to which the Com­

pany has the right to oblain loans and the issuance of letters 

of credit under the Credit Agreement dated as of September 

17, 1990, as amended ("Credit Agreement~). between 

G Industries and the financial institutions party thereto (the 

"Banks1 \Yhic:h makes available to G Industries a five-year 

S200 million combined revolving loan and \euer of credit 

bcility (subject to reduction by up to $50 million in january 

1994). Pursuant to the Intercompany Credit Agreement, 

G Industries makes borrowings of revoh.'ing loons and 

ob~ains the issuance of letters of credit at the request of the 

Company. The proceeds of such borrowings arc loaned by 

G Industries to the Company pursuant to an intercompany 

note (the "Intercompany Revoh·ing Note-) tiUJ mirrors the 

terms of the revoh•ing credit f<u:ility under th~ Credit 

Agreemem. 
In addition. the Company is obliga1cd pur,;tt:lllt to an 

intercompJtl)' note 10 G Industries for ;I l<'flll l,,,m (the 

"lntcrcompan}' Term Note") under the Crcdn .-\~rccment. of 

which 5301 mill ion is outstandin~ as of p,.,-,. mh~·r 31. 1991 

(SCi.' Note ll. 
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NOTES TO CoNSOUilATEO fiNANOAL STATEMENTS 

The Intercompany Credit Agreemem permits G Industries 
to incur M Affiliate ObligationsM by obtaining the issuance of 
up lo $50 million of leuers of credit under the Credit Agree­

ment lor the benelll of certain subsidiaries of G Industries 
other than the Company and its subsidiaries (the KNon-ISP 

Letters of Credit") and by oblaining revolving loans under 

the Credit Agreement to pay reimbursement obligations 
arising in connection with dr.r.vings on Non-ISP Leuers of 
Credit (the "Non-ISP Revolving Loans"). 

The Company and certain of its subsidiaries have guaran­
teed, on a joint and several basis, the assets of the Company 

and its domestic subsidiaries, and 65% of the capital stock of 

its foreign subsidiaries are pledged to the Banks ro secure all 

of the obligations of G Industries under the Credit Agree­

ment. The stock of 1he Company owned by GCC has also 
been pledged to secure all of G Industries' obligations under 

the Credit Agreement. 
A de£auk by G Industries in respect of any Affiliate Obli­

gations, or by G Industries or affiliates of the Companr with 

respect co covenants under the Credit Agreement or the 
guarantees, could result in the obligations under the Credit 
Agreement being accelerated. In addition, the Credit Agree­

ment provides for a cross-default in the event of a default 
under certain debencures issued by G-1 Holdings. In the 

e\'ent G Industries or any other pany m the Credit Agree­
ment £ails to perform its obligations under the Credit 
Agreement, the Banks could require the Company and its 
subsidiaries to perform such obligations pursuant to the 

terms of their respective guarantees. In such event. the 
Banks could foreclose upon or sell the assets of the Com­
pany and its subsidiaries pledged as collateral (other than to 
recO\'er amounts outstanding under the Affiliate Obliga­
tions). The Banks could also foreclose on the common stock 

pledged by GCC as collateral. in which event voting control 
of the Company and its subsidiaries could shift from GAF ro 

th~ Banks or any party to which the Banks ma)' subse­
qul."ntly transfer their interests in such stock. 

In addition. under the Intercompany Credit Agrccm~·m. 

the Company may lend up to $50 million toG lndo:mi~-s 
and its subsidiaries. The Company has emercd into ;tn 

:tgr~·~ment with such subsidiaries pursuant 10 which it 
nukl."s loans. which loans are payable upon demand and 
bl.".lr interest at market rates. The loans are evidl."ncl."d by 
intt'r-:..:•mpany promissor)' notes that are pledged to sl."..:urc 
thl." ~~bligati~lllS of G Industries under the Credit A~r~·-:m~·nt. 

Thl." lnter..:~lmllany Term Note matures on Septemh~·r li". 

(\)~$ ;md the intercompany rc\'l.llving notes ar.:: due ;md 
p.ty.thll." lln Sl'ptembcr 17, 1995. Bormwings untkr th.: lntcr­
Clllllp.my cr~·dit A~rccmem hear intl'ri."St at a r.uc (t~·1 •• •'11 

n .... .:.·mbcr Jl. l91JH based on th.:: llanks' base Toltl' l•l~ 

dd m.:d) .n ;t E u mdolla r r.ue {as d dined). ill t hl· ll(ll i. l\l , ,f 
th.· c.,mp:.my . 

:\ ..:.wen;mt in the Cr,-dit A~r,-cmcnt pru\·id,·s that th.· 

Company may not pay dividends (i) that exceed 10% of the 
Companys consolidated net income or {ii) upon the occur­

rence and during the continuance of an event of default 

under the Credit Agreement. 
The Company is contingently liable under letters o£ credit 

issued on its be hal£ under the Intercompany Credit Agree­

ment aggregating S19.5 million as of December 31. 1991. 
As of December 31, 1991, after giving effect to $61.7 mil­

lion of letters of credit outstanding at G Industries. and to 

outstanding borrowings. the amount remaining available 
under the Intercompany Revolving Note was $68.3 million. 

In connection with the Acquisition, the Predecessor Parent 

Company conducted tender offers for its 11 1Js% Senior Sub­

ordinated NOles due 1995 and 10V11% Senior Subordinated 

Notes due 1994, and accepted for payment all validly ten­

dered securities constituting approximately 95% and 91%, 
respectively, of each issue. 

The aggregate maturities of long-term debt as of December 

31, 1991 for the next five years ate as follows: 

1992 
1993 
1994 
1995 
1996 

s 25,6')8 
22.456 
42.()68 

108,435 
4.955 

In the abtwe table. 1995 maturities include the $70 million 
o£ borrowings outstanding under the Intercompany 

Revolving Note as of December 31, 1991. 

NOTE 

9 
BENEFIT PLANS 

Eligible. full-time employees of the Company arc covered by 

one or more of GAFS \'3tious benefit plans. including the 
GAF Capital Accumulation Plan for SJ.bricd Employees. the 
Retirement Plan for Hourly Employc..-s. and a nonqualificd 
retirement plan for the benefit ,,f ccrt;lin key cmployn·s. 

Defined Contribution Plcm 
The GAF Capital Accumuhuion Pbn ~~;I defined contribu· 

tion phm for eligible S.tbried l'mpi•'YCL~. The c.1mp;.my 
comrihutes 3% of panicip;mts' l'l1lllpl."ns.ui,m. plus m;uching 
c1mtrihmions up to an :tdditilmal ·F,, ,,[ <.:•lmpL·ns;uion l(H 

p .. ;nidp .. lntS wlkl mak,· \tlhmtar~· , .. '11 t n lmti1 JtlS. E.IL·h Jl;l r­

tidp;uu is full)' \'l."Sted ill all ti nzrs 111 th.· b;zlancc z1f his 
account. The aR_~rcgatc Cllnlrihutillll~ lll.ldl· by thl." c.,mp;zny 

t(J dze plom and chargL·d w tlPL'f>lll•'lb we rc S l.H 12.llllll ((lr 
the }'l."ilr IIJll\, $2,770.llllll fllf thL· r··.tr I•Nll. and S2.tl77,lltll) 

for th•· nine nwmhs cnd~·d Dl'l"L·mh.-J 11. lllH4. ;md. hy 1h,· 
l,rl."decessor Cump;.my. S7ll'>.lltltl f,,: dh· l1r:.t qu.uter ~.-nd,·d 

A!ni\2. llJ89. 

. ···------··-· -· -·-·----------------------------l 
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rkfinal OrneJU Plans 
The Company participates in GAFs Retirement Plan for 
Hourly Employees (the "GAF Retirement Planj, which is a 
noncontributory defined benefit plan. Benefits under this 
plan arc based on stated amounts lor each year of_ service. 
GAFs funding policy is consistent with the minimum fund­
ing requirements of ERISA. plus any additional amounts 
which GAF may determine to be appropriate. 

Because the Company panicipateS in the GAF Retirement 
Plan. data presented below is lOr such plan as a whole. 

GAFS net periodic pension cost lOr the GAF Retirement 
Plan included the following components: 

Predecessor 
GAF Parent Company 

Nine Months fim.Quaner 
Year EfKkd Ended Ended 

December 31, December 3 I. April I, 
(Jlwusands) 1991 1990 1989 1989 

Ser••ice COSI s 891 s 884 5561 Sl87 
Interest cost 1,194 980 585 195 
Acrual return 

on plan 
assets (619) (530) (256) (85) 

Ntt del'crral and 
amortization 103 150 91 30 

Net periodic 
pension cost 51,539 $1,181- 5981 5327 

Pension expense charged to operations by the Company 
with respect to its participation in the GAF Retirement Plan 
was $1,035.000 for the year 1991, SBll,OOO [or the year 
1990. and $522,000 for the nine months ended December 
31. 1989, and. by the Predecessor Company, $1 H,OOO for 
the first quarter ended April 2, 1989. 

The follllwing table sets forth the funded status of the 
GAF Retirement Plan: 

(Th,>u ~em&• l 

Accumulat<-'J b .. nefit oblig.11ion: 
v,·stl-d 

Pnljl'Ct~d t .... ·n.:ill obligation 

Dccnnbcr ] I. 
1991 1990 

513,080 
2,620 

-----~ 

515.700 

515,700 

$10,319 
2,711 

SIJ,tHO 

s 13.041) 

The difference of S2 million between the projected benefit 
obligation in excess of plan assets and the unfunded accrued 
pension cost as of December 31. 1991 has been recorded by 
GAF as an unfunded liability. Of that amount, $1, 115,000 
has been recorded by the Company as a liability, offset by an 
intangible asset of $977,000 and a reduction of stockholders' 
equity of $168,000. 

In determining the projected benefit obligation, the 
weighted average assumed discount mte was 8.75% and 
9.25% lor 1991 and 1990, respectively. The expected long­
term nte of return on assets used in determining net 
periodic pension cost was 9% and 8% for 1991 and 1990, 
respectively. 

GAF ha.c; a nonqualified defined benefit retiremem plan 
for the benefit of certain key employees, including certain 
employees of the Company. Expense accrued by the Com­
pany lOr future obligations under this plan was $441,000 £or 
the year 1991,$367,000 for the year 1990. and 5329,000 
for the nine months ended December 31, 1989. and, by the 
Predecessor Company, $61,000 for the first quaner ended 
Aprill, 1989. Employees who participate in this plan arc 
not entitled to have employer contributions made to their 
account under the GAF Capiral Accumulation Plan. 

Other lknL:jit Plans 
GAF maintained an Equity Appreciation Plan. which was ter­
minated upon completion o£ the initial public offering. As a 
result, the Companys 1991 results renect a one-time charge 
o£ $3.8 million, representing the Companys ponion of the 
costs in connection with the plan termination. 

In addition to providing pension benefits. GAF presently 
provides cenain health care and life insurance ~nefits for 
retired employees. Substantially all o£ the Companys em­
ployees may become eligible for those benefits if they reach 
normal retirement age while working [or the Company_ The 
cost to the Company of retiree health care and lif.: insurance 
bene£its [or the year 1991, the year 1990, and the nine 
months ended December 31. 1989 apprmim;!l<.'d '31. 9 mill ion, 
S2.6 million and $15 million. r<-'spccti\'t.'ly. ;ln•L "' the 
Predecessor Company, $.6 million for tlw fir,ot ~u.mcr ended 
April 2, 1989. 

1:01ir \'aht~ .>i p!.m assets, primarily listed 
:>tt\Ck:> .mJ l' S. Government securities 

GAFS. pr•'_l..:.:t~.:l benefit obligation in excess 

(9,20-t) 
In December 1990. the financial Acc~,umin_:: :':.mdards 

{6 , 71 91 Board issued Statement of Financial r\cc,,umm;: '3 t.mdards 

,,f Jll,m .~~~··t~ 6,496 6.311 
ll nn'<-'<l~m: ,·.t t>nm service cost ( I. 7 36) ( I, 6 5 7l 
Unr~.:.,~~~-i~-:~1- ~.:1 gai~Q~)--~- . __________ (259) __ _ __ 0071 
G,.\I'S. uniunJ,·J accrued pension cost 5 -1.501 S -t,1S7 

Th,· Comp.my";. portion of GAF's projected 
h,·ndu ,•hh!!.IIIOn in C!Ceess o( plan assets s 3.667 s 1.392 

No. 106, "Emplo)'crs' Accouminr, for l'o:m~·m,·:n~·m (lt:ncfits 
Other Than r•cnsions." The nl'W standard f<'-!l!ll'<'~ that the 
expcctl-d costs of these hcndits IJL' rt:Ct1gn 1 =~·.! m ; he fi nan­
cia\ srat.:mcnts O\'Cr :111 employt·.:s 01cuw \\\'rkm~ ..:;Ht·cr. Tht' 
Comp;my prt-s.:ml)• r~·n~uizcs this expo..·n~.· .1~ ,·Lt! ms a rl· 

_I• I 

-------------------- , __________________ .. __ .-
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chose pnwided in 1he pa51. such affiliare will reimburse the 
Company £or I he coscs o£ providing such services. 

In addi1ion, the Management Agreement provides dw the 
panics may pay certain of each other~ expenses £or their 
mutual administrative convenience until such time ;tS such 
expenses can be directly billed or charged to the party which 

NoTE 

12 
INV~STMENT IN jOINT VENTURE 

Financial data presented below pertain to GAF-Hiils Chemic 
GmbH ("GAF-Hiilsj, a joint venture between the Company 
and Huls Aktiengesellschah, which operates a chemical 
manufacturing plant in Germany. The results o£ 1his joint 

Income Sratemnu data: 
Revenues: From 1he Company 

From Olhers 
Total K\\!DUts 
Cos1s and o:penSts 

Opcraling income 

Net income of GAF-Hiils for the period 
Equi1y of the Company in earnings ol GAF-Hiils 

Cash Flow data: 
Cash Flows From Operating Activities: 

Nc1 income 
Depredation 'amonization 
\\\:Irking capital changes 
01hcr, nc1 

Total 

Cash Flows From lnVtsling Aclivitits: 
Clpit.ll expenditures 

C1sh Fl<w.-s From Financing Activities: 
Di1·id~nds p.tid 
Oth~·r. n.:t 

---------------------------
Tnt;d 

incurred them, so long as each party which incurs such 
expensts promptly reimburses the party which pays the 
costs thereof. 

Tax Sharing Agrume11l. See Note 5. 

IRkrcompany Credit Agn:eme11l. See Note 8. 

venture are .accounted lor by the equity method. The 
Company~ equity in the earnings of GAF-Hiils is reflected 
as a reduction o£ cost of products sold in the Companys 
Stalements o£ income. 

Predecessor 
Company Company 

Nine Months firsl: Qua ner 
Year Ended Ended Ended 

Decmllxr J I. D«mtber J I. April1. 
1991 1990 1969 1989 

s 14,895 s 12.256 s 25,931 $ 5,983 
89,326 99,010 67,155 14.114 

104,221 121,276 93.086 30.117 
78,611 79,140 60518 18586 

s 25,610 s -41,836 s 32568 $ 11511 

s 16,621 s 19530 s 17,596 $ 6,231 
7,89-4 9,68-4 8,698 3,116 

s 16,621 s 19,530 s 17,596 $ 6.131 
1-.389 1-.977 3.335 991 
3,028 (4500) -4.9--17 (18,839) 
(11-0) 2,076 3,192 (837) 

23,898 22,083 19.070 01.150) 

(576) (3,385) (858) {145) 

(11,788) (l3.461) {634) 
(361) 1.1'176 1.667 (289) 

··-··----& ----------
(23, 11-9) (11585} 1.033 (21'19) 

·------~~~~~r ~ ~~-~---------··----- •-

lk1Lm.-.· ~h.-..·t .1.1:.1 
c u fh"lll .I:'='<" I~ 

N••n<urh·ui .l•o.:t s 

Cu!h'lll luh1k:6 
N.•n<~mnn h.1 cuhtic~ 

r.:.-. ·'~"···~ 
h]UII \" ··I th.- ...: '•mpanr in Ill"\ aS.-'<CIS ur GAI'-IIlils 

s 173 

1991 

$ 53.611 
57.117 

$110.7-'18 

$ 9.879 
I 6.3'57 

---
s 26.236 

S IH.511 
--11.5!-IH 

$ (l:.Ht-17) 

llt.-...-..·mhn ll. 
]lJl)ll 

$ 57.410 
o\JHJ 

$11!-1.463 

$ 3 ~.tlStJ 
lh.41h 

$ i9.•J•lh 

$ ClH.-Ih7 
H_lk.ll 

s 19.1:-t'i 

$ hO.hl ~ 
'l6.<NI 

$117.h<;N 

s 40.1>4<1 
I '>.1~<1 

S 'l'l.Y1<J 

S hI .l•t-1<1 
3tl.h•J,l 

S(ll.<.ltH) 

Aprill:. 
]<,liN 

·------ ·---

S l7.7H 
')4 .')9<) 

s Hl:.Jn 

~ Y,771 
13,7')') 

~ 1 i.'>lh 

~ 'iH.H(l7 
1<J. V>l: 

-II 
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Nons m CONSOUilATEt> fiNANCIAl. STATHtENTs 

Nmt: 

13 
BusiNESS SEGMI!NT INfORMATION 

Predecessor 
Companr 

·--~ -~-----

Comp.1.ny 

Nine Moml.-. h rst Qu;lrt<"< 
Year Ern.lcd EmkJ Ended 

lk-«mbcr 31. December 31. Apt-il 1. 
{Millions) 1991 1990 1989 liMN 

-------- --------

Net sales: 
Sp«ialty Derivative Chemicals s 111.1 s 396.8 $ 272.7 $ 92.1 
Mineral Products 85.4 82.6 60.0 16.6 
Other 29.0 31.3 no 6.1 

Net sales s 525.8 $ 511.7 s 3'H.7 $11-1.9 

Operating income: 
Specialty Dcrivati\'e Chemi~ls _ ... s 115.5 $ 108.1 $ 66.9 s 15.8 
Mineral Products 11.7 20.5 17.3 4.0 
Other 2.3 4_5 5.1 1.2 

Total operating income s Li0.5 $ 133.1 $ 89.3 $ 31.0 

ldentiftabk .ssw;: 
Specialty Derivative Chemicals s 899.3 s 885_9 $ 871.1 $285.9 
Mineral Products 151.8 156.5 161.9 37.6 
Other 23.6 22.1 2-t.7 26.7 

Total~ts $1.071.7 $1.061.5 $1.057.8 $350.2 

Capital expenditures: 
Specialty Deriv.nivt Chemicals s 29.7 s 30.1 s 16.9 $ 3.1 
Mineral Products 1.5 1.1 -t.l 0.4 
Olher 0.2 1.1 1.8 0.2 

Total $ 34.1 $ 35.6 s 22:.9 $ 3.8 

Depr«iation: 
Specialty Derivativt Chemicals s 11.9 $ 11.5 s 9.1 $ l.7 
Mintral Products 1.1 1_1 2.7 0.6 
Other 0.1 0_2 t:U 

Total $ 19.7 s 18.8 $ 1:!.0 s 2.3 
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Non 

14 
GEOGRAI'IIIC INr-oRMATION 

Results set forth below for foreign operations repr~nt sales 
and operJiing income of foreign-based subsidiaries. 

(AiillioiiU) 

Company 

Yl!al Ended 
Dca:mbcr 3 I. 

1991 1990 

Nine Mundts 
Ended 

Dccembrr 31. 
1989 

Predecessor 
Cmnpan)' 

fii'SI: Quanc:r 
Ended 

April2. 
1989 -------------------------------------------Nee sak:s: 

D.Jmcsric operations• 
Eump..'• • 
Other r,n.:ign operations 

Net saks 

Opcr-.lling income: 
Domestic operations 
Europc•u 
Olhcr f(ln:ign operations 

Opccuing inc,~me 
lnterCSI expense and «her, net 

ldcnrif~ablt' assers: 
Domi:'stic ('operations 
Europe••• 
Odter fCircign operations 

Total 

s 278.0 
173.9 
73.9 

s 525.8 

s 71.1 
55.2 
13.9 

110.5 
(61.5) 

s 79.0 

s 930.4 
115.3 
29.0 

$1,07-4.7 

s 266.6 
174.2 
70.9 

s 511.7 

s 57.0 
58.3 
17.8 

133.1 
(87.8) 

s 15.3 

s 928.7 
108.6 
27.2 

51.064.5 

s 192.2 
115.3 
47.2 

s 351.7 

s 45.4 
28.1 
15.7 

89.3 
(66.1) 

s 23.2 

s 928.4 
102.1 
27.3 

51.057.8 

s 62.8 
36.5 
15.6 

5114.9 

s 12.4 
14.3 
4.3 

31.0 
(1.8) 

s 29.2 

5236.9 
93.6 
19.7 

5350.2 

•Ncr Salcs-[)(l•lk"Siic Opcralians ~ sales by 1M Company\: domnlic subsidiam to forrign tJ/Jiliaks r:f $107.9 million for th..· ~-.:u:r J99J. 
588.8 miflj,_m in 1990, 562.9 million for lhc ninc months cndcd Dcccmbcr Jl, 1989, and S2J .7 million for thcfirsl quarlcr cndt·J .-\p•·i/2, 1989. 

• •Ncl Salci-fiii"•'P.: exclude salts by tht: Company~ furopt:dn subsidiarics 10 domcsric and other fordgn alfilia~s r:f S I J.6 mil/i,m -~•r rlt.: year J 99 J, 
Sll.2 milli.••• i•1 J 990,.SJ2.9 milliml for tbt nine months CRda:l Dc-cembcr Jl, 1989, and S5.3 miUion for the firs! quor~r cnd,·J .-\pri/ 2, 1989. 

•• •ol"'.-olillg hk"•'"•··-furopc, and ldcn!!{iablc Asscls-furopc include !he Company\ 50S owncrship r/ GAf·lfii/s. 

NOTE 

15 
5UPPLEME~HR\" INCOME STATEMENT AND 
BALANCE SHEET I!'>FORMATION 

. TI~'~'-""'J,• 

~ l.nnt.:n.m.-,· .::-.J 
r.·p.llh 

lklll.ll,·.\ 1'·.'!1~ •. -
l..'l'":r.um~ 
1.:.1"'-'~ 

Compan)' ---
Yc;u Enck:d 

n.-ccm her } I . 
1991 jl}l,\) 

S3·U81 S30.8N 

5.191 J.<J'lH 

Nine M.llnh~ 
EncJ,"t.l 

llc~~mhcr .ll. 
loJIW 

Sll.<JH l 

Predecessor 
Cllntpall}' 

l'irs1 Quan~r 
l:mk"t.l 

t\pnl 2. 
liJ:N 

S"i.WO 

lndulkd 111 .l.·,·ru<."d li;~hililics in the ConsoliJ:ued 1\ab.nn· 
:'h,.,., ~ ;I~ , •1 p,,-..-mhn 31. 19ll I ;mJ Dec:..-mht.·r J I. JlNLl are 

.ll'l'h'.'l:im.u.·:, S6 ') milliun and S7. =; millitlll. respt.'l"llwly. of 

.l,Yru,·d ,·nq: ,,nmcmal n·m,·,_!i;uinn cnsls. 

Non: 

16 
COMMITMENTS AND CONTINGENCIES 

GAF, G-1 Holdings, G Industries, and GCC ar~ presently 
dependent upon rhe earnings and cash flow ,,f their subsidi­
aries (including the Compan)') in order w ~.1miy obligarions 
as of December 31. 1991 in the amount llf 5 t 4. 3 mill ion 
with respect ro preferred dividends; 5285.3 :nillil'R principal 
amount of debentures on which imerest i~ p.!yJ.b\c in the 
form of additional debemurcs through ~br..::1 H94. ahcr 

which interest must be paid in cajh, and ,,a ''h~..:h the inler­
cst m.te ''"JS reset 10 l2.87 5% in Septemb .. :r I uu 1: and 

approxima1dy $137 million of mrious •'th,·l luhllnies 
including deferred taxes. 

AsiJt'SICis lil (~m imr Agcri11s1 G:\ E Gt\ I' h.1~ ,l,;,·:~,·d the 

Company that GAF h:~s heen 1umcd '"" .1 0.:•'-,k:,·nJ;tnt in 
<~pprox im;l!d}· 6Q .000 pending l;1w,;u ib i11\·, •: •• 1 :1~ ;~lkg.-d 

lwahh d;lim-:. rd;lllll~ 11• 1lw inb;~l.lllon ,,f.l-'!·,·-:,,~ l1b,·r. hew-
·U 
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NOTES TO CONSOUI>ATED fiNANCIAL STATUtENT'> 

ing resolved approximately 73,000 01her lawsuits im·olving 
similar claims. GAF has also advised the Company that GAF 
has been named as a co-de£endant in approximately 3 7 pen­
ding lawsuits alleging eoonomk: and propeny damage or 
other injuries in schools or public and private buildings 
caused, in whole or in pan. by what is claimed to be the 
present or future need to remove asbestos material from 
those premises. GAF has informed the Company that sub­
stantially all or the liabilities, including cxpenses incurred by 
GAF to date in the asbestos-related lawsuits, have been paid 
by insurance and that it bel~ based upon its financial 
resources, including insurance, that the cominued defense 
and ultimate disposition of such lawsuits will not ha\-e a 
material adverse effect on GAF!; business or financial condi­
tion. Neither the Company nor the assets or operations of 
the Company or GCC. which was operated as a dh·ision of 
GAF prior to July 1986, have been employed in the man­
ufacture or sale of asbestos products. The Company believes 
that it should haw: no legal responsibility for damages in 
connection with asbestos-related claitns. Nevertheless. the 
Company cannot predict whether any such claims will be 
asserted against it or the outoome of any litigation relating to 
such claims. In addition, should GAF be unable to satisfy 
judgments against it in asbestos-related lawsuits. its judg­
ment creditors might seek to enforce their judgments against 
the assets o£ GAF, including its indirect holdings of Common 
Stock of the Company. and such enforcement could resuk in 
a change of control o£ the Company. 

lLgal Procudings. The Company has cenain liabilities under 
New Jersey statutes and regulations relating to the d,,sing of 
its plant in Linden, New Jersey {the MUnden Site-). In june 
1989 and June 1990, the Company entered inw tW\' .-\dmin­
istrative Consent Orders (the "AC0s1 with the New Jersey 
Department of Environmental Protection and Energy 
eNJDEPE") under the New Jersey Spill Compl'ns.ui\1 11 o1nd 
Comrol Act, among other New Jersey laws. whi.:h .:,:;ubi ish 
de••dlines for the Companr to (i) complr with :>urb.:.: water 
d1s.:harge standards and (ii) dC\'C"\op ;1 remediati\•n pLm for 
the Linden Site. Pursuam to the Iauer ACO. th\· C\•mpanr 
p••sted letters of (;red it aggregating S. 7. :5 mi\li,,n I•' ~\·•..-,•r 1 he 
amkil>ated costs of rcmL-di;nion; hll\\\'\W. thcr\' .::m h· no 
;t~:>ur;mce as to the actual C(I..<;IS that will be incurr\·J in ..:<ln­
net'li,,n with such remcdkuion. 

The Com pan)' is a llart)' to a \'ilricty llf pr\•..:,·,·Jin~~ .md 
bwsuits involvm~ cm·imnmcnmlm;mers. inc\udin~ b .. .-in~ 
nam~·J as ddcndam. rcspondL·m or il p1"1tCllli;1lly rl.',:;p,•nsible 
p.my. tu~cthl.'r with mhcr Clllllp;mil'S, mlll.:-r CERL~L-\ :md 
suml.u state laws, in which recl"n'CI)' is s.•u~ht f,•r t h.: ..:.•sr of 

cleanup of contaminated waste disposal sites. These proceed­
ings and law"suits are, for the most part, in the early stages 
and, due to the practices of waste disposal haulers and dis­
posal facilities prior to adoption and implementation of the 
environmental laws and regulations, evidence is difficult to 
obtain or evaluate. 

The Company is seeking dismissal of a number of the law­
suits and proceedings on the ground that there appears to be 
no substantial evidence of the Companys responsibility for 
any hazardous waste present at certain of the sites in ques­
tion. At each site, the Company anticipates. although there 
can be no assurance, that liability, if any, will eventually be 
apportioned among the companies found to be responsible 
for the presence of hazardous waste at the site_ Based on 
£acts presently available. it is not possible to predict the 
eventual cost to the Company in these matters. In the 
opinion of management, these matters should be resolved 
gradually over a period of years for amounts that in the 
aggregate will not be material to the business or financial 
position of the Company. 

The Company has an agreemem \vith its comprehensive 
general liability insurers to cover. under a reservation of 
rights, the rna jority of the Companys liability and expenses 
in connection with these administrative proceedings and law­
suits. Pursuant to the agreement. the insurers pay costs of 
the Company in defending these administrative proceedings 
and lawsuits and reimburse the Company [or more than a 
majority of its liabilities. Each insurer who is a party to this 
agreement is rated at least H A" by a leading independent 
insurance rating service, as a result of which the Company 
believes that the insurers have the ability to make payments 
pursuant to the agreement, although no assurances can be 
given. The Company also believes that the amoum of insur­
ance available under the policies pursuant to which the 
expenses and liabilities arc being paid will be sufficient to 
cover the Companys expenses and that portion of the Com­
panys estimated liability agreed to be paid br such insurers_ 
In addition, the Company has esmblished a rescn'l..' to cover 
costs in connection with these administr.lli\l~ proceedings 
and lawsuits. 

The Compan)' has operating lca.->i'S r,, .. tr.mspunauun, 
production and data processing l'quipmcnt and for \'Mious 
buildings_ Futurl' minimum lease p.1ymems for propl·rties 
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which Wl'rc held under long·tenn noncancelable leases as of 
December 31, 1991 were as follows: · 

(1'11P1lsandsl 

1992 
1~3 
I #I 
1995 
1996 
later years 
TOI31 minimum payments 

Non: 

17 
SuBSEQUENT EVENT 

$2,605 
1,8+1 
1,225 

787 
5+3 

1,221 

$8,225 

In March 1992. two domestic subsidiaries of the Company 
(the Mlssuers1 issued $200 million of 9% Senior Notes (the 
·Notes1. due 1999. The Notes are guaranteed by the Com­
pany and all of irs domestic subsidiaries (the "Subsidiary 
Guarantors1. The net proceeds from the issuance of the 
Notes were used by the Company to repay a ponion of the 
Intercompany Term Note toG Industries, and by G Indus­
tries to repay a ponion of the term loan under the Credit 
Agreement. 

The Notes are general, unsecured obligations of the 
Issuers. Upon issuance o( the Notes, the Credit Agreement 
was amended. with the Issuers assuming G Industries' obli­
gat:ions under the Credit Agreement, including the term loan 
and the c .. ,mbined revolving creditlleuer of credit facility 
(except f._,r obligations related to letters of credit issued on 
behatr of Building Materials, which are limited to $1{) mil-

COMBINEI.' Ct.."lXDEl'\SED STATEMENTS Of INCOME 

For the l:o:;u~rs and the Subsidiary Guarantors 

Based upon infonnalion presently available, management 
belie'e'ts that me capital expenditures necessary in order to 
maintain the Company!; compliance with environmental 
laws and regulalions will not exceed $5 million for each of 
the next five years. 

lion). In addition, all liens on assets of the Company 
securing the Bank indebtedness were released. with the 
result that the remaining Bank indebtedness and the Notes 
rank pari passu. 

As a result of the foregoing, the Companys scheduled 
repayments of long-term debt for the year 1992 have been 
reduced to $25.7 million, and the current portion of long­
term debt as of December 31, 1991 has been adjusted to 
reflect such reduction. 

Presented below is combined condensed financial infor­
mation for the Issuers and the Subsidiary Guarantors, which 
together are interdependent and constitute all of the domes­
tic subsidiaries o[ the Company. Financial information for 
the Company:S foreign subsidiaries. including its investment 
in GAF-Huls. is reflected in the following financial informa­
tion on the equity basis of accounting. 

Comp;mr 
Nine M<mlh; 

\hu End,-d End,-d 
D,•ccmh..•r 11 . 

1991 l'Nll 
lkccmhcr 31. 

!Qtl•l 

Predecessor 
Compan)' 

f 1 rst Quane r 
Ended 

.-\pnl 2. 
liMN 

. ------ -·----------- ·--· .. 

__ .. -- ·- -- ---
c~\j[j anJ .::o.:•,·n,;.:~: 

C.•~l ,,t :•: ,:Jucl~ wid 
~-lim.:. ~.·:1.-r.l! and administr.uiw 
G,,,>J~,-.:: .!::J<•n i:Jii<)n 

l;.•ul .:,•;;:;; .m~ __ e:>;penso:~­

l)]>o."r.uin::, :::~.·:n,· 
hn,·····~~ .-:-. :·,·::;;,· 
ELjUII ~- Ill :·::.:, •:!l<' f rolnl fnrl"i!!ll suhsidi;~rit"S ;JmJ ')()% ·•wno:J inim 

•-.·mur,· 
01 h.· r <'XI"·::;,·. ~·-o:~- __ 

ln.:,•u\1." h,·:.•:,· llk•..llTIC [;IX<'S 

hJ.:,•nll"l.l'l.,., 

______________ _. _____ . 

$385.9 $355.4 

233.0 
67.4 
1-1.1 

3H.S 

71.4 
{S 1.2) 

S.H 
( 1.1) 

71.5 
(.W.hl 

5 '>0.9 s 

l.t<)_<) 

h-l.S 
14.0 

.NH4 

'i]ll 

UHil 

hJ.(l 

{ 4 .til 

Ill. •J 
ltl.ll 

1tl_t{ 

52'55 I 

1'>7.::: 
4Li 
Ill 2 

10Y.i 

4) 4 
{(•'> 1 

lh tj 
(l}• 

I \ •I 

(]I•' 

s 1.~ ' 

S tl4.5 

'lRO 
141 

71.1 

114 
1].9) 

2"1 2 
I 7.tl\ 

') IH.2 

-1.> 

-- - ----- .. -------------------
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Nons TO CoNsouDATED FINANCIAL STATEJ,u:NTS 

CoMBINED CONDENSED BALANCE SHEETS 

For the lssuers and the Subsidiary Guar.mtots 

(Milliofts) 

Assets 
Current Assets: 

Cash and cash equivalenrs 
Accounrs rea:ivable, net 
hm:ntories 
Other current assets 
Receivable from relaled patties 

Total Current Assets 
Propeny. Plant and Equipmem, net 
Excess or cost OYer net assets of businesses acquired. net 

-------------------

Advances and equity in invesuncnt in foreign subsidiarif..-s and 50% owned joint venture 
Other assers 

Total Assers 

Liabilities and Stockholders' Equity 
Current Liabilities: 

Shon-term debt and currem maturities ollong-tenn debt 
Cunent maturities o£ Intercompany Tenn Note 
Accounrs payable 
Accrued liabilities 
Income taxeS 

Total Current Liabilities 
long·tenn debt less current maturities 
lnu·rcompany Term Note 
Borrowings under Intercompany Revolving Note 
Iklerred income taxes 
Other liabilities 
Stockholders' Equity 

Total liabilities and Srockholders' Equity 

llcccmhcr ll, 
1991 I<WO 

s 0.1 
28.1 
51.8 
10.0 
6_6 

99.9 
331.1 
188.1 
ll6.0 
ll.O 

$1,016.4 

s 0.6 
18_7 
27.2 
32-l 

1.1 

80.0 
61.1 

282.3 
70.0 
39.1 
29.2 

1&'-4 

$1,016.4 

s ')_0 
40.0 
56_2 

5.6 
3.1 

ll0.2 
316_9 
502.4 
86.8 
6.5 

$1,022.8 

$ 0.5 
32.5 
29.1 
35.8 

97.9 
61.9 

567.5 
62.2 
33.5 
44.8 

155.0 

SI,022_8 
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Cut.tmNI:Il G.lNili:N.>;I:n STATEMIONTS OF CMn Ft.ows 

IX,r the l~ucrs and the Subsidiary Guarantors 

Cash and_ C;t5-h equiwlcms, beginning of period 
Cash flows from Operating Activities: 

Ne~ in~'t'll.tlC 

AdjuSIIIll"niS Ill reconcile net income to net GtSh prO\•idcd by operating 
actil•itil~: 

Dcpr.·.:C.uion 
Goodwill amortization 
DcL.·rrl-d income taxes 
(I ncrl';l$C) decrease in working capita I 
Chan~· in ach-anccs and equity in investmem in foreign 

sub:<idiaries and 50% owned joim venmre 
(I nCr.:OI$C) decrease in reccivablc from related parties 
Orh..-r. net 

Net .:.t~h pfO\.ided by oper:ning activities 

Cash Flows from lm't'Sting Activities: 
Capital expcnditu Jt'S 

Acqui$itioo of Predecessor Company. net o[ GtSh acquired 
Acqui$itioo of Sunon Laboratories, net of cash acquired 

Net .:ash used in in\'t'Siing activities 

Cash Flows from Financing Activities: 
P~ from initial public offering 
Proo:.."<H from debt incurred to acquire Predecessor Patent 

Com paR)' 
lncrtaSe (dce«ase) in long-1crm debt 
Chang~ in cumulati\'f: translation adjusunent 
Oi,•kknds and distributions to GCC 
Capital c>lmribution by GCC 
Otht-r. H\'I 

Net c.ts.h pfO\.·idcd by (used in) financing activities 

Net dull# in cash and cash cqui\'3lents 

Cash ;tnd cash cquh'31ents. end of period 

The ad\·;m.:6 and equity in investment in foreign subsidi­
aries and 5l''~" owned joim venture and the related equity 
in inClllll<' fr,,m foreign subsidiaries and 50% owned joint 
\'Cnlurc in~·ludc= the results of the wholly owned foreign sub­
sidi;uil-:;; \,:· ;hc Company and its 50% owned joint wmurc. 

Gr\F-Hi:il~ 1"'-"•' ~ote 12)_ Pmfits in im'Cntory on sales 10 the 
r.lrdgn s.ul':'tdi.uics and the joim \"Cnturc ha\'C been elimi­
n;u.·J_ OJ'.-r.uing income includes $30.1 million, $21_7 
m iII illll ;m,l :;; I ool _ 9 m illilm of profits lin sa lcs m;tdl· to the 

Predecessor 
Company Company 

Nirn:- Mtm!llS Fir51. Quarter 
YcaT En<k-d Ended Eodcd 

fkt:nnbcr }1, 0...-.:embcr J I. April 2. 
1991 1990 19tN 1989 

s 5.0 s 5_0 s - s 7.5 --·---------- --~~ -~-

50.9 30.8 12.3 18.1 

18.5 17_3 10.9 1.1 
11-.1 11-.0 10.1 
5.5 'j_l 8.1 1.7 

(J.O) (0_3) (10.1) (9.0) 

(19.2) (8.0) (16.4) 5_9 
(3.2) 3.5 (7_31 3.9 

(12.8} (4.0) 17.ool (0_7) 

10.8 58.4 5.0 21.1 

(31.7) (33.7) (11.8) (3.8) 
(585.3) 

(31.0) 

{32.7) (33.7) (639.1) (3_8) 

281.3 

61U 
(291.7) (5.0) 50.8 

(0.2) ll.6 7A (1_9) 
(27.7) (3U) (30.31 (18.1) 
25.3 1_J 

0.1 

(13.0) {14. 7) 639.1 (17.0) 

(1.9) 5.0 l.J 

s 0.1 s 5.0 s 5_ll s 8_8 

foreign subsidiaries and the joint \'Coturc for the year 1991. 
the year 1990 and the nine months ended o • ..-.:mbcr 31. 
1989, respectively. and. fM the Prcdccl'S."•lf c.,mp3ny. 55.5 
million for the first qua ncr mdcd Apnl :! . I 4<'Y _ 

Di\·idcnds rcceh'Cd from th~-sc entiu.:,; ;l~>!rc,:.u.:d 540_1 
million. $4 J_O mill ion and S 14 _7 nulh•'LI (,,r 1 h,- y..:ar 1991. 

the year 1990 and thl' n inc llllmths cmkd I ,,·,ymb.·r 3 I. 
1989. n:spccth·dy, and. l~w the Prcdcc.·,;~,,r t:.,mpany. 
s_ q million for the first q U;l fll'f ended .-\pri I ~- ! •lStJ. 

-17 
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Rt:I'ORT Ol' INI>I:I'I:NI>ENT Pusuc AccOUNTANTS 

lo lmernational Specialty Products Inc.: 

We have audited th~ accompanying consolidated balance 

sheets or International Speciahy Products Inc. {a Delaware 
corporation and a wholly-owned subsidiary of GAF Chemi­

cals Corporation) and subsidiaries as ofDecember 31. 1990 
:md 1991. and the related consolidated Slatements of income, 

s1ockhold~rs· equity and cash flows for the nine-month 

period ended December 31. 1989 and the years ended 
December 31, 1990 and 1991. We have also audited 

1he accompanying consolidated statement of income 

and cash flows or International Speciaky Products Inc. 

Predecessor Company and subsidiaries for the first quaner 

ended April 2,1989. These financial statements are me 

responsibility of the Company~ management. Our respon­

sibility is to express an opinion on these financial Statements 

based on our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those Standards require that we 
plan and perform the audit to obtain reasonable assurance 

about wh~th~r the financial statements are free of material 

misstatement. An audit includes examining, on a test basis, 

C\tidence supporting the amounts and disclosures in the 

financial statements. An audit also includes assessing the 

lm.·nuuiotJaf Specially Products Inc. 

SUPPLE~IENTARY DATA (Unaudited) 

QL1ARTERLY fiNANCIAL DATA {Unaudited) 

accounting principles used and significant estimates made by 

management, as well as evaluating the overall financial state­
ment presentation. We bdieve 1ha1 our audits provide a 

reasonable basis for our opinion. 
In our opinion, 1he financial stalements referred to above 

present fairly, in all material respects. the financial position 
of International Specialty Products Inc. and subsidiaries as of 

December 31, 1990 and 1991. and the results of their opera­

tions and their cash flows for the nine-month period ended 
December 31. 1989 and the years ended December 31, 1990 

and 1991, and the results of operations and cash 
flows of lmernational Specialty Products Inc. Predecessor 

Company and subsidiaries for the first quarter ended 

April 2. 1989, in conformity with generally accepted 

accouming principles. 

Arthur Andersen & Co. 

Roseland, New Jersey 
March 3, 1992 

1991 By Quarter 1990 By Quarter 

(In millions. actpl per share arnounfs) First: Second 

r-.: ... , sales $138.7 $136.2 
c,"\jt o( products sold 71.1 67.1 

Gr.'» profit s 67.5 $ 69_} 

l.'lp.-r;uing income s 38.8 s 10.6 

ln.-,•m.: before income taxes s 20.3 s 21_7 
Jn.·,•m,• :.1xcs 7.4 7.9 

------~--~ 

J'li:,· t m.:,~me $ 12.9 s 11.8 

l:.u mn~~ per l.'O.Illllltm sh;uc • s .16 s .18 

"In ,,,..,:.~rdance with the pmvisions of A PB Opinion No. I 5, 
,•,1rnin~i per sh;lrc arc calculated scpamtdy for each qu;mer 
;m,ltht.' full year. Accordingly, annual earnings per sitar~· 
w1!l n.~, nccl.'S.<:.arily equal the 101al of 1he interim perinds. 
E.um n~; per l'tlllunon share fm C'.ll'h quarter of 191JO :md 
1 h,· h r~: and sct:nn~ quaners of l Ql) l were GJkulm~d based 

Third Fourth Fir$! s~cc>nd Third fourth 

$12B5 $122.1 $13-J.:! SIH.3 $ll9_2 $125.0 
63.1 66.6 H_l 6tH 70.2 64_6 

s 65.1 s 55.8 $ 60_1 5 63_1 s 59_0 s 60.4 

s 31.7 s 26.1 $ }}_<) 5 35.8 s 31_7 $ 30.7 

$ 10.1 s 15.9 s \3_~ 5 135 s IU s 6_3 
7_1 5.7 3 5 _16 35 1-') 

s 13.0 s 10.2 s <1.7 s <19 s 8.8 s 2.'1 

s .13 s .10 s .I~ 'S 12 s .II s .lH 

~m t h~ 80.5 mill ion C.llll mnn slur,·:< , 'ILl :'l<l :1di ng prior Ill 

th~ !nili;JI puhlit· offl·rin~ (scl' r-,:,,t~· ~ ,,( l'\"t6 ttl ConStlli· 
d<lll"d Fi nam:ial Stiltl'llll'nts), wh1!,· .-.nni ng::o per L'<lllllll< n 1 

slt;lre li.1r thl' 1hird and founh qu.m~·r,; ,,f I YY I \n-n· (aku· 

bwu I>:JSt.·d on 99.9 m illi• m (<limn, 'll ,;h;m.:~ •lUI swnd Ill)!. 
ahel' 1he initi;1! puhli( ,,l"ferin~. 
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